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This matter comes belorc the Public Service Commission of South Carolina (thc

Commission) o» the requests lor approval of revisions to the General Subscriber Service

and Intrastate Access Service Tariffs of Norway Telephone Company, McClellanville

Telephone Co&»pany, St. Stephen Telephone Compa»y, and Williston Telephone

Company (the TDS Companies), and on the request of the TDS Telecom Operating

Companies (also the TDS Companies) for approval of consolidated regulatory treatment.

Thc TDS Companies have ftled tariff revisions in Docket No. 2001-230-C

requesting reductions in rates for certain services, as well as expanded calling scopes and

a new lower-priced service option for the TDS 'I'ELECOM PLUS+ expanded cal]ing

plan. Further, the TDS Companies have requested that they be treated on a consolidated

basis for regulatory purposes in Docket. No. 2001-263-C.
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This matter comes before the Public Service Commission of South Carolina (the

Commission) on the requests for approval of revisions to the General Subscriber Service

and Intrastate Access Service Tariffs of Norway Telephone Company, McClellanville

Telephone Company, St. Stephen Telephone Company, and Williston Telephone

Company (the TDS Companies), and on the request of the TDS Telecom Operating

Companies (also the TDS Companies) for approval of consolidated regulatory treatment.

The TDS Companies have filed tariff revisions in Docket No. 2001-230--C

requesting reductions in rates for certain services, as well as expanded calling scopes and

a new lower-priced service option for the TDS TELECOM PLUS+ expanded calling

plan. Further, the TDS Companies have requested that they be treated on a consolidated

basis for regulatory purposes in Docket No. 2001-263-C.
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Pursuant to the instructions of the Cominission's Executive Director, the TDS

Companies have published, one time, in newspapers of general circulation, Notices of

Filing, &lescribing thc requests ol thc TDS Compa»ics as stated hereinabove. No Protests

were received. However, thc Consunicr Advocate for the State of South Carolina (the

Consumer Advocate) Iiled Petitions to Intervene in both Dockcts.

Accordingly, a heaiing was coinnienced on January 16, 2002 at 10:30 AM in the

offices of the Coininission, with the Honorable William Saunders, Chairman, presiding.

Margaret M. I ox, Esquire, represented the TDS Companies. Elliott F. Elam, .Jr. , Esquire,

represented the Consumer Advocate. F. David Butler, General Counsel„represented the

Commission Staff. At the beginning of the hearing, it was announced that a settlement

agreement had bccn reached between thc TDS Companies and the Co»siimer Advocate.

The two parties filed a joint inotion f'o r approval of the settlement agrceinent. The

Commission Staff announced that it had no problcins with the proposed settlement. The

parties then stipulated into the record all of the prcliled testimony and exhibits in both

dockets. In Docket No. 2001-230-C, the TDS Companies stipulated into the record the

preliled testiinony of James C. Meadc. In Docket No. 2001-263-C, the TDS Companies

also stipulated into the recoixl tlie testimony of Jaines C. Meadc, and the direct and

rebuttal testimony of Jeffrey S. Handley. The Commission Staff stipulated into the

i ecol cl the Icstlmony and exhibits of Bai hara J. Clawford, David S. Lacostc, and James E.

Spearman.

We have reviewed the proposed settlenicnt agreement between the TDS

Companies and thc Consumer Advocate, which was concurred in by the Coinmission
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Pursuantto the instructionsof the Commission'sExecutiveDirector, the TDS

Companieshave published,one time, in newspapersof generalcirculation,Notices of

Filing, describingtherequestsof theTDSCompaniesasstatedhereinabove.No Protests

were received.However, the ConsumerAdvocate for the Stateof SouthCarolina(the

ConsumerAdvocate)filed Petitionsto Intervenein bothDockets.

Accordingly, ahearingwascommencedon January16,2002at 10:30AM in the

offices of the Commission,with theHonorableWilliam Saunders,Chairman,presiding.

MargaretM. Fox, Esquire,representedtheTDS Companies.Elliott F. Elam,Jr.,Esquire,

representedthe ConsumerAdvocate.F. David Butler, GeneralCounsel,representedthe

CommissionStaff. At the beginningof the hearing,it wasannouncedthat a settlement

agreementhadbeenreachedbetweenthe TDS Companiesandthe ConsumerAdvocate.

Tile two parties filed a joint motion for approval of the settlementagreement.The

CommissionStaff announcedthat it hadno problemswith the proposedsettlement.The

partiesthenstipulatedinto the record all of the prefiled testimonyandexhibits in both

dockets.In DocketNo. 2001-230-C,the TDS Companiesstipulatedinto the recordthe

prefiled testimonyof JamesC. Meade.In DocketNo. 2001-263-C,the TDSCompanies

also stipulated into the record the testimonyof JamesC. Meade, and the direct and

rebuttal testimonyof Jeffrey S. Handley. The CommissionStaff stipulated into the

recordthetestimonyandexhibitsof BarbaraJ.Crawford,David S.Lacoste,andJamesE.

Spearman.

We have reviewed the proposed settlement agreementbetween the TDS

Companiesand the ConsumerAdvocate,which was concurredin by the Commission
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Staff, and, afte1 due consideration as explained bclov, wc nant the 1notion to review and

approve the agreement as proposed. We agree with the TDS Companies and the

Consume) Advocate that thc resolution is in the best interests of the citizens of the State

of South Caroli»a, since the Agreemcnt resolves all outstanding legal issues between the

parties in the above-referenced dockets and provides for certain rate reductions that will

benefit consumers. The terms of the agreement are as described below.

McClellanville Telephone Company, Norway Telephone Company, and Williston

Tclephonc Company will reduce charges for their respective tariffcd reside»tial basic flat

rate se&vices (R-1) to the current R-1 rate for St. Stephen 'I'elephone Company, which is

$13.29. Further, McClellanville Telephone Company, Norway Telephone Company, and

Willisto» Telephone Company will reduce charges for their respective tariffed business

basic flat rate services (B-l) to thc current 8-1 rate for St. Stephen Telephone Company,

which is $25.60. Also, St. Stephen will forego any previously approved rate increase

associated with the Interim Local Fxchange Carrier Fund. The parties acknowledge that

the TDS Companies assert that basic flat rate residential and business services are

currently priced below cost, but as consideration for this agreement, the TDS Companies

nevertheless agree to implement the proposed rate reductions if approved by thc

Commission.

The TDS Companies also agree to reduce the rate for the new calling plan option

described in its tariff filing in Docket No. 2001-230-C. The offering proposed by the TDS

Companies in its tariff revisions would permit customers to subscribe to the TDS

TFLECOM PLUS+ expancled calling plan, with an allowance of 480 minutes per month,
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Staff, and,afterdueconsiderationasexplainedbelow,we grantthemotionto review

approvethe agreementas proposed.

ConsumerAdvocatethat theresolution

and

We agreewith the TDS Companiesand the

is in thebest interestsof thecitizensof theState

of SouthCarolina,sincetheAgreementresolvesall outstandinglegalissuesbetweenthe

partiesin the above-referenceddocketsandprovidesfor certainratereductionsthatwill

benefitconsumers.Thetermsof theagreementareasdescribedbelow.

McClellanville TelephoneCompany,Norway TelephoneCompany,andWilliston

TelephoneCompanywill reducechargesfor their respectivetariffed residentialbasicflat

rateservices(R-l) to the currentR-1 ratefor St. StephenTelephoneCompany,which is

$13.29.Further,McClellanville TelephoneCompany,Norway TelephoneCompany,and

Williston TelephoneCompanywill reducechargesfor their respectivetariffed business

basicflat rateservices(B-l) to thecurrentB-1 ratefor St. StephenTelephoneCompany,

which is $25.60. Also, St. Stephenwill forego any previously approvedrate increase

associatedwith the Interim Local ExchangeCarrierFund.The partiesaclmowledgethat

the TDS Companiesassertthat basic flat rate residential and businessservicesare

currentlypricedbelowcost,but asconsiderationfor this agreement,theTDS Companies

neverthelessagree to implement the proposed rate reductions if approvedby the

Commission.

TheTDSCompaniesalsoagreeto reducetheratefor the newcalling plan option

describedin its tariff filing in DocketNo. 2001-230-C.Theoffering proposedby theTDS

Companiesin its tariff revisions would permit customersto subscribeto the TDS

TELECOMPLUS+expandedcallingplan,with anallowanceof 480minutespermonth,
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for a montlily fec of $33.50 for residential custoincrs and $41.50 for business customers.

The TDS Companies agree instead to offer this new optional service at a monthly rate of

$32.00 for residential customers and $4().00 for business ciistomers.

The parties agree that the TDS Companies will i»ipleme»t such rate reductions

only after all appeals, if any, arising out of Docket Nos. 2001-230-C or 2001-263-C, or

any other proceeding arising o»t of this Agreemcnt or any proceeding encompassed the

Agreement, have been resolved, and the orders issued in such matters have become final,

non-appealable orders. The TDS Companies and the Consumer Advocate agree that the

Commission should allow the TDS Companies up io one hundred twenty (120) days after

issuance of the Conunission's final order to fully implement the rate reductions and

calling options described in the a ieement and contained in the tariff filing submitted in

Docket No. 2001-230-C. These changes may be implemented on a staggered basis

within that tinge frame to acco»nt for differences in billing cycles among the four TDS

South Carolina operating companies.

In addition, the parties have further agreed to request that this Commission

approve an authorized rate of return on rate base for the consolidated companies in thc

range of 11.2% to 12.2%. This represents a range thai is 50 basis points below and 50

basis points above the upper end of the range deicrniined to be appropriate by Staff

witness Spearman. The range is 60 to 160 basis poini. s below the 12.8% consolidated rate

of return on rate base requested by TDS in Docket lifo. 2001-263-C, which represented a

weighted average of the current authorized rates of return of the four individual TDS

South Caroliiia operating companies. The parties believe that 11.2% to ]2.2% is an
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for amonthly feeof $33.50for residentialcustomersand$41.50for businesscustomers.

TheTDS Companiesagreeinsteadto offer this newoptionalserviceat amonthly rateof

$32.00for residentialcustomersand$40.00for businesscustomers.

The partiesagreethat the TDS Companieswill implementsuchratereductions

only after all appeals,if any,arisingout of DocketNos. 2001-230-Cor 2001-263-C,or

anyotherproceedingarisingout of this Agreementor anyproceedingencompassedthe

Agreement,havebeenresolved,andthe ordersissuedin suchmattershavebecomefinal,

non-appealableorders.The TDS Companiesandthe ConsumerAdvocateagreethat the

Commissionshouldallow theTDSCompaniesup to onehundredtwenty(120) daysafter

issuanceof the Commission's final order to fully implement the rate reductionsand

calling optionsdescribedin the agreementandcontainedin the tariff filing submittedin

Docket No. 2001-230-C. Thesechangesmay be implementedon a staggeredbasis

within that time frameto accountfor differencesin billing cyclesamongthe four TDS

SouthCarolinaoperatingcompanies.

In addition, the parties have further agreedto request that this Commission

approvean authorizedrate of returnon rate basefor the consolidatedcompaniesin the

rangeof 11.2%to 12.2%.This representsa rangethat is 50basispoints below and50

basis points abovethe upper end of the rangedeterminedto be appropriateby Staff

witnessSpearman.Therangeis 60 to 160basispointsbelow the 12.8%consolidatedrate

of returnon ratebaserequestedby TDS in DocketNo. 2001-263-C,which representeda

weighted averageof the current authorizedratesof return of the four individual TDS

South Carolina operatingcompanies.The parties believe that 11.2%to 12.2%is an
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appropriate range and will allow TDS thc opportunity to earn a fair and reasonable return

on its investment.

As consideration for the TDS companies' agreen1cnts, the Consumer Advocate

agrees not to contest any other naatters contained in Docket Nos. 2001-230-C a»d 2001-

263-C, and not to appeal or otherwise challenge any other order arising out of any &natter

encompasserl by thc Agreensent betwccn the parties.

Further, the TDS Companies agree that they will not seek additional State

Universal Service Funding support as a result of having reduced thc rates of the R-1 and

B-l services pursuant to the I.crms listed above. Any claims that the TDS Companies

make might make for support from Commission-approved South Carolina Universal

Service Fund shall bc calculated for rcvcnue purposes as if the R-1 and B-1 reductions

had not bccn Inade. The A&wecment between the parties, other than as just stated, shall

not affect the determination of the size of the fund„which will continue to bc in accord

with Section 5S-')-280 of the South Carolina Code ol Laws and applicablc federal law.

Both the TDS Companies and the Consumer Advocate acknowledge and agree

that this a&rrecnient is the compromise of doubtful and disputed claims and shall »ot be

construerl as an admission of liability on the part ol any party. Also, the parties agree that

the agreement does not establish a precedent with respect to the issues resolved, and that

they will not clain1 hereafter in any proceeding that any such precedent was established.

Further, the parties agree that the rate reductions agreed to represent a compromise of

such claims and shall not bc considered a refund or credit of any specif&c charges paid by

customers for services provided by the TDS Companies. The agreement also provides
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appropriaterangeandwill allowTDS theopportunityto earna fair andreasonablereturn

on its investment.

As considerationfor the TDS companies'agreements,the ConsumerAdvocate

agreesnot to contestanyothermatterscontainedin DocketNos. 2001-230-Cand2001-

263--C,andnot to appealor otherwisechallengeanyotherorderarisingout of anymatter

encompassedby theAgreementbetweentheparties.

Further, the TDS Companiesagreethat they will not seek additional State

UniversalServiceFundingsupportasaresult of havingreducedtheratesof theR-1 and

B-1 servicespursuantto the terms listed above.Any claims that the TDS Companies

make might make for support from Commission-approvedSouthCarolina Universal

ServiceFundshallbe calculatedfor revenuepurposesasif the R-1 andB-1 reductions

hadnot beenmade.The Agreementbetweenthe parties,other thanasjust stated,shall

not affect the determinationof the sizeof the fund, which will continueto be in accord

with Section58-9-280of theSouthCarolinaCodeof Lawsandapplicablefederallaw.

Both the TDS Companiesand the ConsumerAdvocateacknowledgeand agree

that this agreementis the compromiseof doubtful and disputedclaimsand shall not be

construedasanadmissionof liability on thepartof anyparty. Also, thepartiesagreethat

theagreementdoesnot establishaprecedentwith respectto the issuesresolved,andthat

theywill not claimhereafterin any proceedingthat any suchprecedentwas established.

Further,the parties agreethat the ratereductionsagreedto representa compromiseof

suchclaimsandshallnot beconsideredarefundor credit of anyspecificchargespaidby

customersfor servicesprovidedby the TDS Companies.The agreementalso provides
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language as to thc parties' rights in the event that this Comnlission rejects any part of the

Agreement.

We have exan1ined this agrcelnent, and believe that approval of it in its entirety is

in the public interest. The agrcen1ent contains certain rate reductions ili existing and

proposed rates, which wc believe are ceitainly advantageoiis to the consumers in the

service areas of thc TDS Conipanies, Treatment of the TDS Companies in a consolidated

maI1ner is reasonable under the circumstances, and we approve a rate on rctuni on rate

base of 11.2% to 12.2% fol' the consolidated companies. This is lower than the current

weighted average of the ailthorized rates of return for the four TDS South Carolina

opcl atlng col11panlcs.

Accordingly, tile Motion is granted and the Agreement is approved, as are thc

tariff revisions, and thc i.cqucsted consolidated regulatory treatment of the TDS

Compaiiies. The TDS Coinpanics sliall file tariffs rcflccting the approved changes with

the Coinnlission within fifteen (15) days of receipt of this Order. This Order shall remain

in full force and effect until further Order of the Commission.

BY ORDER OF THE COMMISSION:

Chal l nl an

ATTEST:

Executive cctor
(SEAL)
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languageasto theparties'rights in theeventthat this Commissionrejectsanypart of the

Agreement.

Wehaveexaminedthis agreement,andbelievethat approvalof it in its entiretyis

in the public interest.The agreementcontainscertain rate reductionsin existing and

proposedrates,which we believe are certainly advantageousto the consumersin the

serviceareasof theTDSCompanies.Treatmentof theTDSCompaniesin a consolidated

manneris reasonableunderthe circumstances,andwe approvea rate on return on rate

baseof 11.2%to 12.2%for the consolidatedcompanies.This is lower than the current

weighted averageof the authorizedrates of return for the four TDS South Carolina

operatingcompanies.

Accordingly, the Motion is grantedand the Agreementis approved,as are the

tariff revisions, and the requestedconsolidated regulatory treatment of the TDS

Colnpanies.The TDS Companiesshall file tariffs reflectingthe approvedchangeswith

theCommissionwithin fifteen(15)daysof receiptof this Order. This Ordershallremain

in full forceandeffectuntil furtherOrderof theCommission.

BY ORDEROFTHECOMMISSION:

Chairman

ATTEST:

Executive_/_ctor
(SEAL)


